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ABSTRACT 

This special report reviews key aspects of the 
Personal Responsibility and Work Opportunity Reconciliation Act of 
1996 and its implications for Illinois. The report describes the 
major stipulations in the federal welfare bill and summarizes the 
impact on Aid to Families with Dependent Children (AFDC) ; food stamp, 
child care, Medicaid, and Supplementary Security Income programs; 
child support enforcement; and immigrants. The following findings 
emerge from this policy analysis. Illinois is likely to lack funds to 
support AFDC because of the work participation and other 
requirements. Low income families will suffer from cuts to food 
stamps, and child care providers will have additional burdens of 
verifying income and citizenship status of recipients. The change in 
disability assessment will be problematic for children with combined 
disorders and behavioral problems. The child support provision 
enables Illinois to use new tools to improve the enforcement of child 
support payment. Eliminating benefits for legal immigrants will 
seriously jeopardize thousands of Illinois families. This report 
challenges policymakers and citizens to consider several issues, 
including how to provide adequate temporary income support, job 
availability, and the abilities of local governments to provide 
services. The report also provides a list of additional sources of 
information on the welfare bill. (Author/KDFB) 
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Welfare Reform: 

New Challenges, Key Questions 



In July, Congress passed sweeping changes to 
federal welfare policy. While the President vetoed 
two previous welfare reform packages, he signed the 
Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 on August 22, 1996. 

The bill ends the more than 60 years of federally 
guaranteed support of low-income families by: 

• restructuring how Illinois will receive federal 
funds to provide support for low-income families, 

• reducing the amount of funds available to move 
families from welfare to work, and 



• creating significant new rules and requirements 
that families and the state must meet. 

The transfer of responsibility of program creation 
from the federal to the state level presents Illinois 
with serious new challenges. This Special Report 
reviews key aspects of the federal welfare bill and 
poses critical questions that Illinois must address in 
order to successfully move families from welfare to 
work, create quality early childhood learning 
environments and protect our most vulnerable 
Illinoisans —children. 



Cash and Employment Assistance 



Aid to Fa mili es with Dependent Children (AFDC) 
—and the JOBS program provided cash assistance and 
*Si)ployment and training opportunities to low- 
ome families in need. AFDC was established in 
35 to provide temporary cash assistance for low- 
ome, unemployed families with children. The 
BS program was the employment component of 
’e federal-state partnership providing education, 
lb search, employment training and child care. 



Illinois, there are currently 475,000 children in 
25,000 famili es enrolled on AFDC. A low-income 
[y of three is eligible for about $377 a month in 





cash assistance. This program provided a guarantee 
of support for all needy families through a federal- 
state government partnership — for every $ 1 Illinois 
spent on programs for low-income families, the 
federal government reimbursed the state 500. 

Illinois budgeted about $600 milli on in federal funds 
to provide cash assistance and job training services 
to families eligible for AFDC in FY1997. 

The new reform ends the AFDC and JOBS 
programs for low-income families and requires the 
state to develop new modes of support. The federal 
welfare bill: 
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• Ends the federal-state partnership which 
guaranteed cash assistance for low-income 
families. Provides Illinois with a lump sum 
payment (referred to as a block grant) of $585 
million in FY97 to meet the income, emergency 
and job training needs of low- income families. 
While this represents a relatively small decrease in 
federal funds for this fiscal year (about $15 
million), the grant amount is fixed and will not 
rise for seven years — even if there is an increase 
in the number of families in need. 

• Eliminates the requirement to match federal 
spending with state spending. Illinois will only 
have to spend 80% of what we have been 
spending on cash assistance programs (referred to 
as "maintenance of effort") in order to receive the 
entire federal allotment. 

• Creates a lifetime limit of five years for the 
receipt of cash and employment assistance. For 
example, a new mother receives assistance for 
two years, then leaves the program after 
marrying. The family will only be eligible for an 
additional three years during the lifetime of the 
parent, even if the family were to experience 
illness, abandonment or other problems. Twenty 
percent of the families in the program could be 
exempt from this rule due to "hardship." 

• Allows Illinois to impose a"family cap" and 

require teen parents to live in adult-supervised 



settings and attend school. See Illinois Waivers 
inset on page 6. 

• Requires all participants in the new program to 
work within two years of starting to receive 
assistance. Illinois can opt to require families to 
work sooner. Workers who have children under 
age 6 and cannot secure child care are exempt 
from the work requirement. 

• Requires Illinois to have at least 25% of its single 
parent families working by FY1997, and 50% by 
FY2002. For two parent families, 75% must be 
working by FY 1997 and 90% in FY 1999. If 
Illinois does not meet these work participation 
goals, federal funds will be reduced. 

** Effective dates : Funding changes: October 1, 
1996; Program changes: July 1, 1997. ** 

Assessment: While the loss of federal 
funds in the first year of the cash assistance program 
is not significant, in future years, Illin ois is likely to 
not have enough funds to support this program 
because the work participation, child care and other 
requirements are likely to create a more expensive 
program. Illinois will have to invest significant new 
funds to prepare low-skilled workers to permanently 
move from welfare to work. The loss of the federal • 
guarantee of benefits could mean the denial of 
support for low-income children during periods of 
state budget crisis. 



Facts About Low-Income Families in Illinois 

• In Illinois, I in 5 children live in poverty. 

• The poverty level for a family of three is about $ 1 3,000 a year. 

• Of children in poverty, more than 1 in 4 live in a family where a parent works year round. 

• There are 475,000 children in 325,000 families currently participating in the AFDC program. 

• Only 1 6% of AFDC families live in subsidized housing. 

• Of parents on AFDC, about 1/2 have not completed high school. 

• For every 1 entry level job, there are 4 AFDC recipients and low-skilled unemployed persons looking for work 

• The average cost of child care is $366 a month — about 60% of what a minimum wage earner brings home. 
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